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State of Alabama 
Department of 


Examiners of Public Accounts 
P.O. Box 302251, Montgomery, AL 36130-2251 
50 North Ripley Street, Room 3201 
Montgomery, Alabama 36104-3833 
Ronald L. Jones Telephone (334) 242-9200 
Chief Examiner. FAX (334) 242-1775 


Honorable Ronald L. Jones 
Chief Examiner of Public Accounts 
Montgomery, Alabama 36130 


Dear Sir: 
Under the authority of the Code of Alabama 1975, Section 41-5-14, we submit this report 
on the Alabama Institute for Deaf and Blind for the period October 1, 2003 through 
September 30, 2004. 


SCOPE AND OBJECTIVES 


This report encompasses an audit of financial statements of the Alabama Institute for Deaf 
and Blind (the “Institute”) and a review of compliance by the Institute with applicable laws 
and regulations of the State of Alabama and federal financial assistance programs. The 
audit was conducted in accordance with government auditing standards generally accepted 
in the United States of America for financial audits. The objectives of the audit were to 
determine whether the financial statements present fairly the financial position and results 
of financial operations and whether the Institute has complied with applicable laws and 
regulations. 


CONTENTS OF REPORT 


This report includes the following segments: 


1. Report _to_the Chief Examiner — contains items pertaining to state legal compliance, 
agency operations and other matters. 


. Independent Auditor’s Report — reports on whether the financial information constitutes 
a fair presentation of the financial position and results of financial operations. 


3. Management’s Discussion and Analysis — a component of Required Supplementary 
Information (RSI) prepared by the management of the Institute introducing the basic 
financial statements and providing an analytical overview of the Institute’s financial 
activities for the year. This information is supplementary information required by the 
Governmental Accounting Standards Board (GASB). This information has not been 

audited, and as a result, no opinion is provided about the fairness of the information in 

accordance with generally accepted accounting principles. 
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4. Financial Section — includes basic financial statements (Exhibits 1 through 3) and Notes 
to the Financial Statements. 


. Supplementary Information — includes the Schedule of Expenditures of Federal Awards 
(Exhibit 4), which details federal awards expended during the audit period and Notes to 


the Schedule of Expenditures of Federal Awards. 


. Additional Information — contains basic information related to the Institute (Exhibit 5) 
and the following reports and items required by generally accepted government auditing 
standards and/or U. S. Office of Management and Budget (OMB) Circular A-133 for 
federal compliance audits: 


Report on Internal Control Over Financial Reporting and on Compliance and Other 


Matters Based on an Audit of Financial Statements Performed in Accordance With 
Government Auditing Standards (Exhibit 6) — a report on internal control related to the 
financial statements and on whether the Institute has complied with laws and regulations 
which could have a direct and material effect on the Institute's financial statements. 


Report_on_ Compliance With Requirements Applicable _to Each Major Program 
and Internal Control Over Compliance in Accordance With OMB Circular A-133 


(Exhibit 7) — a report on internal control over compliance with requirements of laws, 
regulations, contracts and grants applicable to major federal programs and an opinion on 
whether the Institute complied with laws, regulations, and the provisions of contracts or 
grant agreements which could have a direct and material effect on each major program. 


Schedule of Findings and Questioned Costs (Exhibit 8) — a report summarizing the 


results of the audit findings relating to the financial statements as required by 
Government Auditing Standards and findings and questioned costs for federal awards as 
required by OMB circular A-133. 


AUDIT COMMENTS 


The Alabama Institute for Deaf and Blind is a comprehensive education and rehabilitation 
system serving children and adults who are deaf, blind and multi-disabled. Individuals, 
ages three to twenty-one, are served through the Alabama School for the Deaf, the 
Alabama School for the Blind and the Helen Keller School of Alabama, accredited 
residential programs. E. H. Gentry Technical F acility is an accredited two-year technical 
school for sensory impaired adults. Alabama Industries for the Blind gives meaning and 
substance to the lives of visually impaired adults through employment opportunities in 
Talladega and Birmingham. Eight Regional Centers throughout Alabama serve people 
from birth all the way through life, helping them connect with the local resources they need 
to live a rich, full life. 


STATUS OF PRIOR AUDIT FINDINGS 


The finding in the prior audit report appears to have been resolved. 
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Respectfully submitted, 


Fabry J cibead 


Sworn to and subscribed before me this 


Lesley Locklear 
Examiner of Public Accounts 
fy 
{/ 8D 7 


Lynette P. Long 
Examiner of Public Accounts 


Swomiy to Ht te sub 


; scribed‘before me this Man LA. 
the AB tiay of duno.” 2005 
2 Melissa D. Williams 
Notary Public Examiner of Public Accounts 


Sworn to and subscribed before me this 
he 23 om ie, Til 


Tom Tolley 
Examiner of Public Accounts 
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Independent Auditor’s Report 


We have audited the accompanying basic financial statements of the Alabama Institute for 
Deaf and Blind, a component unit of the State of Alabama, as of and for the year ended 
September 30, 2004, as listed in the table of contents as Exhibits 1 through 3. These basic 
financial statements are the responsibility of the Alabama Institute for Deaf and Blind’s 
management. Our responsibility is to express an opinion on these basic financial 
statements based on our audit. 


We conducted our audit in accordance with auditing standards generally accepted in the 
United States of America and the standards applicable to financial audits contained in 
Government Auditing Standards, issued by the Comptroller General of the United States. 
Those standards require that we plan and perform the audit to obtain reasonable assurance 
about whether the basic financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the amounts and disclosures in the 
basic financial statements. An audit also includes assessing the accounting principles used 
and significant estimates made by management, as well as evaluating the overall basic 
financial statement presentation. We believe that our audit provides a reasonable basis for 
our opinion. 


In our opinion, the basic financial statements referred to above present fairly, in all 
material respects, the financial position of the Alabama Institute for Deaf and Blind as of 
September 30, 2004, and its changes in financial position, including cash flows, for the 
year then ended in conformity with accounting principles generally accepted in the United 
States of America. 


In accordance with Government Auditing Standards, we have also issued our report dated 
April 29, 2005, on our consideration of the Alabama Institute for Deaf and Blind’s internal 
control over financial reporting and our tests of its compliance with certain provisions of 
laws, regulations, contracts and grant agreements and other matters. The purpose of that 
report is to describe the scope of out testing of internal control over financial reporting and 
compliance and the results of that testing, and not to provide an opinion on the internal 
control over financial reporting or on compliance. That report is an integral part of an 
audit performed in accordance with Government Auditing Standards and should be read 
in conjunction with this report in considering the results of our audit. 


The accompanying Management’s Discussion and Analysis (MD&A) is not a required part 
of the basic financial statements but is supplementary information required by the 
Governmental Accounting Standards Board. We have applied certain limited procedures, 
which consisted principally of inquiries of management regarding the methods of 
measurement and presentation of the supplementary information. However, we did not 
audit the information and express no opinion on it. 


Our audit was conducted for the purpose of forming an opinion on the basic financial 
statements of the Alabama Institute for Deaf and Blind, taken as a whole. The 
accompanying Schedule of Expenditures of Federal Awards (Exhibit 4) is presented for 
purposes of additional analysis as required by U. S. Office of Management and Budget 
Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and 
is not a required part of the basic financial statements. Such information has been 
subjected to the auditing procedures applied in the audit of the basic financial statements 
and, in our opinion, is fairly stated, in all material respects, in relation to the basic financial 
statements taken as a whole. 


Sell 7, 
Ronald L. Jofes 


Chief Examiner 
Department of Examiners of Public Accounts 


April 29, 2005 


Management’s Discussion and Analysis 
(Required Supplementary Information) 


=< Alabama Institute for Deaf and Blind 
AIDB Management Discussion and Analysis 
ALTA For the Year Ended September 30, 2004 


| INTRODUCTION 


| 


For more than 145 years, the Alabama Institute for Deaf and Blind has served people with 
sensory impairments. It is the world’s most comprehensive education and rehabilitation system 
serving children and adults who are deaf, blind and deaf/blind. 


Alabama School for the Deaf and Alabama School for the Blind are accredited K-12 
programs serving individuals from three to 21 years of age. The Helen Keller School of 
Alabama serves multi-disabled children ages three to 21. In addition, the E. H. Gentry 
Technical Facility is an outstanding accredited two-year residential and non-residential technical 
school for sensory impaired adults seeking to prepare for college, to explore career options or 
transition to anew career. As of September 2004, enrollment totaled 653. 


Alabama Industries for the Blind is the state’s largest employer of visually impaired citizens. 
It provides work opportunities at two manufacturing plants, one retail store and five stores 
located on military bases in Alabama, Mississippi and Georgia. Alabama Industries for the 
Blind manufactures or distributes many products used in the home, office or by the military. In 
addition to items purchased for resale, products are manufactured in a variety of categories. 


Nine Regional Centers, located throughout the state, provide services to assist sensory 
impaired citizens in maintaining their quality of life. Each Regional Center offers a unique 
mixture of programs developed to fulfill the needs of the community it serves. Principle services 
provided are pre-school, interpreting services for the deaf, and technological evaluations for older 
citizens. It is estimated that over 4,900 Alabama citizens were served during the year ending 
September 30, 2004. 


Alabama Institute for Deaf and Blind 
Summary Financial Statement 
For the Year Ended September 30, 2004 


Statement of Net Assets 


2004 2003 (*) Change 
Current Assets $25,824,322 $23,691,216 $2,133,106 
Current Liabilities (35/50.070) (4,029,915) 274,245 
Net Working Capital 22,068,652 19,661,301 2,407,351 
Non-current Assets 19,544,917 19,769,644 (224,727) 
Non-current Liabilities (2,198,563) (2,392,409) 193,846 
Net Assets $39,415,006 $37,038,536 $2,376,470 


Statement of Revenues, Expenses 
and Changes in Net Assets 


2 2004 2003 (*) Change 
Operating Revenue $ 30,349,603 $ 29,402,398 $ 947,205 
Operating Expense (64,583,074) (60,829,286) (3,753,788) 

Net Operating Loss (34,233,471) (31,426,888) (2,806,583) 
Non-operating Revenue 36,340,539 35,240,072 1,100,467 
Other Revenue 269,402 485,356 (215,954) 

Change in Net Assets co Dif 23 16,470. al vi. 4,298,540 $(1,922,070) 


(*) — As Restated 


The Statement of Net Assets presents the Assets, Liabilities and Net Assets of the Alabama 
Institute for Deaf and Blind as of September 30, 2004. The Statement of Net Assets reflects 
the wealth accumulated and the debts owed by the Institute as of a point in time. It reflects the 
net resources available to the Institute to carry out the mission it has been assigned by the State 
of Alabama. 


At September 30, 2004, the Institute’s Total Assets of $45,369,239 reflect an increase of 
$1,908,379 from the prior year balance of $43,460,860. 


Total Liabilities of $5,954,233 at September 30, 2004 was lower than the previous year by 
$468,091 with a balance of $6,422,324. 


Net Assets (formerly fund balance) of $39,415,006 at September 30, 2004 reflect an increase of 
$2,376,470 from the prior year balance of $37,038,536. 


Net working capital defined as total Current Assets less total Current Liabilities stood at 
$22,068,652 and is $2,407,351 higher than the previous year’s balance of $19,661,301. This 
amount represents net resources the Institute has available for general operating purposes. 


The September 30, 2004 cash balance of $15,631,405 is the Institute’s most liquid asset. This 
reflects an increase in cash and cash equivalents of $3,741,253 from the prior year’s total of 
$11,890,152. On a regular basis excess cash balances are invested in secure and liquid 
investments that earn minimal returns. This cash balance is estimated to be equal to an average 
of approximately sixty days of expenditures. It provides a safety net when delays from major 
funding sources occur. 


Accounts receivable are funds due to the Institute principally for the sale of goods and services 
and contractual contracts with restrictions on expenditures. The prior year’s receivables due 
balance of $5,096,034 decreased $1,641,054 for a September 30, 2004 balance totaling 
$3,454,980. This decrease is principally related to Alabama Industries for the Blind’s 
customers at the base supply stores using debit cards for purchases and receivables from 
restricted grantors are lower. 


The September 30, 2004 inventory balance of $6,036,113 is $36,449 higher than last year’s 
balance of $5,999,664. The sales relating to receivables and inventories increased 6%. 


Current Liabilities, principally debts to be settled by the Current Assets, amount to $3,755,670 or 
$274,245 lower than a year ago of $4,029,915. This decrease can be traced to the following 
components: 


> Normal fluctuations of Accounts payable and Accrued expenses, 
> Deferred revenue of $115,929 to be recognized during the next fiscal year. 
> Current portion of long-term debt of $160,595. 


During the fiscal year the Institute invested in a variety of capital assets financed through 
operations or capital bond issues from the State of Alabama. Other capital transactions occurred 
in the normal course of business. 


The Institute currently records depreciation during the fiscal year. The adoption of the straight- 
line depreciation method and the assignment of conservative useful lives allow operations to bear 
a fair share of capital cost over the estimated useful life of the asset. The half-year convention is 
used in the year of acquisition and disposal. 


Alabama Institute for Deaf and Blind has a September 30, 2004 fund balance of $39,415,006 
or 87% of Total Assets. This reflects an increase of $2,376,470 from the prior year’s fiscal end 
balance of $37,038,536. This is indicative of the charter of the Institute, which does not allow 
for the issuance of independent bond issues. Although the Institute may borrow money for 
Capital improvements, most assets are financed from internal sources including capital grants 
received from the State of Alabama. 


Net Assets are divided into the three components listed below with each supporting a different 
aspect of the Institute. 


> Capital Assets, net of debt, is the amount of Net Assets required to finance the net 
physical plant. 

>» Restricted Net Assets are the amounts necessary to finance programs established and 
specified by outside donors or grantors. 

> Unrestricted Net Assets are available to support the general operations of the Institute. 


As of September 30, 2004, 54% of the Alabama Institute for Deaf and Blind’s Net Assets, 
Unrestricted was available to support the general operations of the Institute. Last year the Net 
Assets, Unrestricted balance of $18,793,585 increased $2,244,230 for a current year balance of 
$21,037,815 as of September 30, 2004. 


| STATEMENT OF REVENUES, EXPENSES AND CHANGE IN NET ASSETS | 


This statement is a comprehensive, accrual-based statement summarizing all the transactions that 
effect the Institute’s Net Assets position. The exchange transaction guidelines specified in 
GASB Statement Number 33 were applied to Revenue and Expense and these have been 
classified as operating and non-operating. During the fiscal year, Net Assets increased by 
$2,376,470. This compares to the previous fiscal year where Net Assets increased $4,298,540. 
This current year decrease was $1,922,070 or 45% less than that of fiscal year 2003. 


Alabama Institute for Deaf and Blind is funded through a combination of public and private 
sources. As a state educational institution, the largest funding source is provided from 
Alabama’s Education Trust Fund. During fiscal year 2004, the trust fund provided support of 
$36,161,903 or 54% of the Institute’s total revenue. Funding from the Education Trust Fund is 
subject to annual legislative approval and is constrained by revenue levels of the trust fund. The 
appropriation increased by approximately $1,091,996 or 3% over the prior fiscal year’s 
appropriation of $35,069,907. This increase declined in relation to the mandatory increases in 
expenditures. 


The Institute is supported by the Education Trust Fund and is a partial beneficiary of three bond 
issues from the State of Alabama. During fiscal year 2004, the Institute received capital grants 
totaling $269,402 for designated capital expenditures. During fiscal year 2003 the Institute 
received $397,443. 


Total funding from various sources is reflected in the following chart: 


Alabama Institute for Deaf and Blind 
Funding by Source 
For the Year Ended September 30, 2004 


2% 10% 


mi Fed, State, Local 

m State Appr & Grants 
D Private Grants 

© Industries 

mi Fee for Services 


As shown in the above chart, the State of Alabama provides approximately 55% of the funds 
necessary for the operation of the Institute. The remaining 45% are generated from federal or 
private sources or by selling products and educational services to outside interests. 


Federal, State, and local grants and contracts amounted to $8,200,077. This is a decrease of 
$81,481 or 1% lower than the previous fiscal year balance of $8,281,558. These grants provide 
Support for instructional academics in the Preschool through Grade 12 programs and the 
technical training programs. Additional public services are provided to citizens of all ages 
through the Regional Centers. During 2004, this decrease was related to a decrease in awards 
due to completion of the contract (NJCDB Survey Grant), elimination of the Family First 
services from under the Institute umbrella of services, and reduction of funding of several 
grants. 


In the normal course of business, the Institute provides care and products to students or clients, 
which are reimbursed by insurance or direct payment from beneficiaries. These services are 
provided through residential educational programs and the Regional Centers. Services 
principally include vocational training at E. H. Gentry Technical Facility, deaf interpreting and 
medical services provided to students. Payments and reimbursements are approximately the 
same as the prior year. 


Alabama Industries for the Blind operates through the Alabama Institute for Deaf and 
Blind. This sheltered workshop is designed to provide visually impaired individuals with 
meaningful and substantial employment. During the fiscal year Alabama Industries for the 
Blind had product sales of $20,988,972 compared to last year’s sales of $19,822,431. 


A broad range of products are manufactured and sold by Alabama Industries for the Blind. 
These products include brooms and mops, paper products, sewn products, screen-printed and 
embroidered products, and toner cartridges. 


These products support employment for approximately 188 visually impaired individuals. The 
manufactured products generally have a higher cost than products made by companies employing 
only sighted individuals. Products manufactured by Alabama Industries for the Blind compete 
with products manufactured by sighted individuals and are generally sold at a loss. 


Retail operations offer a combination of manufactured and purchased products. Generally, the 
purchased products are sold at prices generating a 10% to 18% gross margin. Products carried in 
retail operations range from general office supplies to specialized military equipment. 


The largest single customer of Alabama Industries for the Blind is the Federal Government. 
Governmental purchases are made through manufacturing contracts (sewn products) and through 
base supply centers. During fiscal year 2004, sales to the Federal Government amounted to 
$11,038,456 or 53% of total sales of goods and services by sheltered workshops and base supply 
centers. 


Total Institute operating expense for fiscal year 2004 amounted to $64,583,074 or 5% higher 
than the previous fiscal year’s balance of $61,249,629. The following chart indicates expenses 
by the natural expense category: 


Alabama Institute for Deaf and Blind 
Expenses by Natural Expense Classification 
For the Year Ended September 30, 2004 
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The Institute employs a wide variety of employees. These range from Classroom Aides to 
Teachers, Production Workers to Administrators. Personnel cost (salaries, wages and fringe 
benefits) is the largest single expense of the Institute. Personnel cost equals 61% of total 
operating expenses. This percentage is lower than a traditional educational institution. The 
resale and manufacturing programs at Alabama Industries for the Blind increased non- 
personnel expenses, thereby decreasing the significance of personnel cost in relation to total cost. 
At September 30, 2004, total Institute’s employment stood at 1,194, inclusive of regular, 
substitute, contracted, and temporary employees costing $28,945,379 in salaries. Salary costs are 
2% lower than the fiscal year 2003 costs of $29,316,991. 


The State of Alabama provides a generous benefits package. These fringe benefits total 16% of 
total operating expense. The two most significant components of this benefit package, health 
insurance and retirement are increasing at significant rates. These increases are tied to high 
medical inflation, demand for medical services, and the decline in financial markets, which 
generate increased retirement funding. 


Alabama Institute for Deaf and Blind operates in multiple locations. Local pricing, tax 
conditions, and weather conditions impact its utility cost during the fiscal year. During the fiscal 
year 2002 the Institute added 16,000 square feet of buildings (owned or leased) increasing the 
total square footage to 983,000. During the fiscal year of 2003 the Institute paid or accrued 
approximately $1,522,779 which was an increase of $138,117 (or 9%) from the prior fiscal year. 
Utility cost in fiscal year 2004 increased $50,953 (or 3%) for a total of $1,573,732. 


With the adoption of GASB Statement #35, the Institute began recording depreciation beginning 
with the presentation of the September 30, 2002 financial statements. Depreciation is a fractional 
period charge of asset costs spread over the estimated useful life of buildings and equipment. 
During the fiscal year ending 2004 the Institute recorded depreciation expense of $1,498,698 
compared to last year’s depreciation of $1,355,170. 


Supplies and Operating Production Expense include supplies, repairs and maintenance, 
contractual services and a significant portion of Alabama Industries for the Blind’s cost of 
sales. These expenditures are greater than reported for fiscal year 2003 and reflect an increase of 
$2,473,894 or 13%. This increase is principally related to the increased cost of sales necessary to 
support the increased sales revenue at Alabama Industries for the Blind. 


STATEMENT OF CASH FLOW | 


The Institute’s cash and-cash equivalent balance of $15,631,405 increased $3,741,253 from the 
previous year-end balance of $11,890,152. While a variety of transactions enter into the 
determination of cash flow, the most notable was the reduction in the outstanding customer 
receivables and the increase in the positive results in the fiscal year’s net operating activities. 


The Institute continues to have adequate cash flow that allows it to maintain a minimal cash 
reserve. | 


Statement of Net Assets 
September 30, 2004 


ASSETS 

Current Assets 
Cash and Cash Equivalents 
Investments 
Accounts Receivable, Net 
Prepaid Expenses 
Inventories 

Total Current Assets 


Noncurrent Assets 

Investments 

Capital Assets: 
Land 
Land Improvements 
Construction in Progress 
Improvements Other Than Buildings 
Buildings 
Equipment and Furniture 
Library Holdings 
Less: Accumulated Depreciation 

Total Capital Assets, Net of Depreciation 


Total Noncurrent Assets 
Total Assets 


The accompanying Notes to the Financial Statements are an integral part of this statement. 


Alabama Institute for 
Deaf and Blind 
Talladega, Alabama 1 


$ 15,631,404.91 
569,458.42 
3,454,980.17 
132,364.83 
6,036,113.35 


25,824 ,321.68 


48,228.94 


1,599,481.80 
1,007,939.25 
872,380.59 
3,075,907.95 
24,002,633.23 
5,732,183.11 
3,590,296.61 
(20,384,134.53) 


19,496,688.01 
19,544,916.95 


$ 45,369,238.63 


Exhibit #1 


LIABILITIES 
Current Liabilities 
Accounts Payable and Accrued Liabilities 
Deferred Revenue 
Current Portion Long-Term Debt 
Compensated Absences 
Total Current Liabilities 


Noncurrent Liabilities 
Compensated Absences 
Long-Term Debt 

Total Noncurrent Liabilities 


Total Liabilities 


NET ASSETS 
Invested in Capital Assets, Net of Related Debt 
Restricted for: 
Nonexpendable: 
Scholarships and Fellowships 
Expendable: 
Scholarships and Fellowships 
Instructional Department Uses 
Program Support 
Public Service Support 
Loans 
Capital Projects 
Other 
Unrestricted 


Total Net Assets 


Alabama Institute for 
Deaf and Blind 
Talladega, Alabama 


$ 2,915,088.30 
115,929.46 
160,595.37 
964,056.40 


3,7959,669.53 


522,401.67 
1,016 sO lato 


2,198,562.82 


5,954,232.35 


17,659,931.49 


5,000.00 


116,723.59 
42,595.86 
93,036.90 
16,013.41 
307212.09 
30,183.07 

374,494.51 


21,037 ,814.52 
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Statement of Revenues, Expenses and Changes in Net Assets 
For the Year Ended September 30, 2004 


OPERATING REVENUES 


Medical and Medicaid Services $ 367,947.85 
Federal Grants and Contracts 6,743,682.60 
State and Local Grants and Contracts 1,456 393.83 
Gifts and Private Grants 186,184.54 
Sale of Goods and Services by Sheltered Workshops 20,988,972.31 
Sales and Services of Educational Departments 575,815.46 
Other Operating Revenues 30,606.67 
Total Operating Revenues 30,349,603.26 
OPERATING EXPENSES 
Instruction 10,883,809.98 
Sheltered Workshops and Base Supply Centers 22,556,278.99 
Public Service 5,540,591.59 
Academic Support 35982;023-22 
Student Services 10,459,707.25 
Operation and Maintenance 4,208,553.02 
Institutional Support 5,853,411.72 
Depreciation 1,498,698.45 
Total Operating Expenses 64,583,074.22 
Operating Income (Loss) (34,233,470.96) 
NONOPERATING REVENUES (EXPENSES) 
State Appropriation 36,161,903.00 
Investment Income 12,937.80 
Gifts and Grants for Other Than Capital Purposes Clfouiot 
Interest Income 113,453.88 
Interest on Capital Asset Related Debt (96,220.54) 
Other Nonoperating Revenues 66,705.60 
Net Nonoperating Revenues 36,340,539.05 
Income Before Other Revenues, Expenses, Gains, or Losses 2,107 ,068.09 
Public School and College Authority 269,402.11 
Changes in Net Assets 2,3/6,470.20 
Total Net Assets - Beginning of Year, as Restated (See Note 14) 37,038,536.08 
Total Net Assets - End of Year $ 39,415,006.28 


The accompanying Notes to the Financial Statements are an integral part of this statement. 


Alabama Institute for 
Deaf and Blind 
Talladega, Alabama 2 Exhibit #2 


Statement of Cash Flows 
For the Year Ended September 30, 2004 


CASH FLOWS FROM OPERATING ACTIVITIES 


Medical and Medicaid Services $ 404,011.34 
Grants and Contracts 8,933,263.75 
Other Receipts (Payments) (21,012512) 
Sales and Services of Educational Departments 551,196.93 
Sales of Goods and Services by Sheltered Workshops 21,789,629.82 
Payments to Employees (29,015,324.38) 
Payments for Benefits (10,513;518730) 
Utilities (1,619,298.35) 
Payments to Suppliers (22,158,542.17) 
Net Cash Provided (Used) by Operating Activities (31,649,593.53) 
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES 
State Appropriations 36,161,903.00 
Gifts and Grants Received for Other Than Capital Purposes 81,759.31 
Miscellaneous Nonoperating Revenues 66,705.60 
Deposit Liabilities 15; 1S Te 
Net Cash Provided (Used) by Noncapital Financing Activities 36,326,099.65 
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES 
Appropriation for Capital Projects 470,558.12 
Purchases of Capital Assets and Construction (1,271,996.38) 
Principal Paid on Capital Debt (150,630.37) 
Interest Paid on Capital Debt (96,220.54) 
Net Cash Provided (Used) by Capital and Related Financing Activities (1,048,289.17) 
CASH FLOWS FROM INVESTING ACTIVITIES 
Interests on Investments 113,056e04 
Net Cash Provided (Used) by Investing Activities 113 036i 
Net Increase (Decrease) in Cash and Cash Equivalents 3,741,253.14 
Cash and Cash Equivalents - Beginning of Year 11,890) tone 
Cash and Cash Equivalents - End of Year $ 15,631,404.91 


The accompanying Notes to the Financial Statements are an integral part of this statement. 
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Reconciliation of Net Operating Revenues (Expenses) to Net 
Cash Provided (Used) by Operating Activities: 


Operating Income (Loss) $ (34,233,470.96) 


Adjustments to Reconcile Net Operating Income (Loss) 
to Net Cash Provided (Used) by Operating Activities: 


Depreciation Expense 1,498,698.45 
Changes in Assets and Liabilities: 
(Increase)/Decrease in Receivables, Net 1,439,867.99 
(Increase)/Decrease in Inventories (36,449.40) 
(Increase)/Decrease in Other Assets 14,953.31 
Increase/(Decrease) in Accounts Payable (227,437.85) 
Increase/(Decrease) in Deferred Revenue (9,822.93) 
Increase/(Decrease) in Compensated Absences (95,932.14) 
Net Cash Provided (Used) by Operating Activities $ (31,649,593.53) 
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Notes to the Financial Statements 
For the Year Ended September 30, 2004 


Note I - Summary of Significant Accounting Policies 


The financial statements of Alabama Institute for Deaf and Blind are prepared in accordance 
with accounting principles generally accepted in the United States of America (GAAP). The 
Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for 
establishing governmental accounting and financial reporting principles. The more significant 
accounting policies of the Alabama Institute for Deaf and Blind are described below. 


A, Reporting Entity 


The Alabama Institute for Deaf and Blind is a component unit of the State of Alabama. A 
component unit is a legally separate organization for which the elected officials of the primary 
government are financially accountable. The Governmental Accounting Standards Board 
(GASB) in Statement Number 14, "The Financial Reporting Entity," states that a primary 
government is financially accountable for a component unit if it appoints a voting majority of the 
organization's governing body and (1) it is able to impose its will on that organization or (2) 
there is a potential for the organization to provide specific financial benefits to, or impose 
specific financial burdens on, the primary government. In this case, the primary government is 
the State of Alabama and the Governor appoints the Institute's Board of Trustees. In addition, 
the Institute receives a substantial portion of its funding from the State of Alabama (potential to 
impose a specific financial burden). Based on these criteria, the Institute is considered for 
financial reporting purposes to be a component unit of the State of Alabama. 


B. Measurement Focus, Basis of Accounting and Financial Statement Presentation 


The financial statements of Alabama Institute for Deaf and Blind have been prepared using the 
economic resources measurement focus and the accrual basis of accounting. Revenues are 
recorded when earned and expenses are recorded when a liability is incurred, regardless of the 
timing of the related cash flows. Grants and similar items are recognized as revenue as soon as 
all eligibility requirements imposed by the provider have been met. 


The Institute follows all applicable GASB pronouncements as well as the following 
pronouncements issued on or before November 30, 1989 unless those pronouncements conflict 
with or contradict GASB pronouncements: Financial Accounting Standards Board (FASB) 
Statements and Interpretations, Accounting Principles Board (APB) Opinions, and Accounting 
Research Bulletins (ARBs). 


It is the policy of the Institute to first apply restricted resources when an expense is incurred and 
then apply unrestricted resources when both restricted and unrestricted net assets are available. 
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For the Year Ended September 30, 2004 


The Statement of Revenues, Expenses, and Changes in Net Assets distinguishes between 
operating and nonoperating revenues. Operating revenues, such as tuition and fees, result from 
exchange transactions associated with the principal activities of the Institute. Exchange 
transactions are those in which each party to the transactions receives or gives up essentially 
equal values. Nonoperating revenues arise from exchange transactions not associated with the 
Institute’s principal activities, such as investment income and from all nonexchange transactions, 
such as state appropriations. 


C_ Assets, Liabilities, and Net Assets 


I. Cash and Cash Equivalents 


The Institute has defined cash to include currency on hand and demand deposits with financial 
institutions. Cash also includes deposits in other kinds of accounts or cash management pools 
that have the general characteristics of demand deposit accounts in that the Institute may deposit 
additional cash at any time and also effectively may withdraw cash at any time without prior 
notice or penalty. 


Cash equivalents are defined as short-term, highly liquid investments that are both (a) readily 
convertible to known amounts of cash and (b) so near their maturity that they present 
insignificant risk of changes in value because of changes in interest rates. Generally, only 
investments with original maturities of three months or less meet this definition. 


2. Investments 

Investments are reported at fair value based on quoted market prices. 

3. Receivables 

Accounts receivable relate to amounts due from federal grants, state appropriations, third party 
tuition, auxiliary enterprise sales. The receivables are shown net of allowance for doubtful 
accounts. 

4. Inventories 

The inventories are comprised of (1) raw materials, (2) work in process, (3) finished goods, and 
(4) consumable supplies. Raw material inventories are valued using the FIFO method while 
manufactured inventories are valued at market. Market is calculated as selling price less twenty- 


one, (21%), which represents a management estimate of the cost of disposition. Consumable 
supplies are valued using the first-in/first out (FIFO) method. 
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Notes to the Financial Statements 
For the Year Ended September 30, 2004 


5. Capital Assets 


Capital assets with a unit cost of over $5,000 and an estimated useful life in excess of one year, 
and all library books, are recorded at historical cost or estimated historical cost if purchased or 
constructed. In addition, works of art and historical treasures and similar assets are recorded at 
their historical cost. Donated capital assets are recorded at fair market value at the date of 
donation. Land and Construction in Progress are the only capital assets that are not depreciated. 
Depreciation is not allocated to a functional expense category. The costs of normal maintenance 
and repairs that do not add to the value of the asset or materially extend its life are not 
capitalized. 


Major outlays for capital assets and improvements are capitalized as projects are constructed. 
The amount of interest to be capitalized is calculated by offsetting interest expense incurred from 
the date of the borrowing until completion of the project with interest earned on invested 
proceeds over the same period. 


Maintenance and repairs are charged to operations when incurred. Betterments and major 
improvements which significantly increase values, change capacities or extend useful lives are 
capitalized. Upon the sale or retirement of fixed assets being depreciated using the straight-line 
method, the cost and related accumulated depreciation are removed from the respective accounts 
and any resulting gain or loss is included in the results of operation. 


The method of depreciation and useful lives of the capital assets are as follows: 


Depreciation Useful 
Assets Method Lives 


Buildings Straight Line 40 years 
Improvements Straight Line 10 years 
Equipment: Straight Line 


ADP, Light Duty Office Equipment, Miscellaneous Equipment 3 years 
Delivery Trucks 4 years 
Communication Equipment 5 years 
Heavy Duty Appliances, Medical Equipment and Heavy Duty Trucks 6 years 
Buses, Athletic Equipment, Heavy Motorized Machinery and Heavy AIB Machinery 9 years 
Library Materials 5 years 


6. Long-Term Obligations 


Long-term debt and other long-term obligations are reported as liabilities in the Statement of Net 
Assets. 
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7. Compensated Absences 


The Board of Trustees determines annual and sick leave policies for the Alabama Institute for 
Deaf and Blind. The annual and sick leave policies adopted by the Institute are as follows: 


No liability is recorded for sick leave. All full-time employees of the Alabama Institute for Deaf 
and Blind earn 12 days of sick leave each year with unlimited accumulation. Payment is not 
made to employees for unused sick leave at termination or retirement. 


All Alabama Institute for Deaf Blind twelve-month employees earn one-day annual leave per 
month with accumulation limited to 60 days. Alabama Institute for Deaf and Blind instructional 
employees do not earn annual leave. ADRS-Managed Alabama Institute for Deaf and Blind 
Joint Services Employees earn annual leave at a rate that varies from 13 to 29 days per year 
depending on duration of employment, with accumulation limited to 60 days. Payment is made 
to employees for unused leave at termination or retirement. The accrued liability recorded for 
accumulated unpaid annual leave is listed as compensated absences in the accompanying 
financial statements. 


&._Deferred Revenue 
Revenues received but related to the period after September 30, 2004, have been deferred. 


9. Net Assets 


Net assets are required to be classified for accounting and reporting purposes into the following 
net asset categories: 


¢ Invested in Capital Assets, Net_of Related Debt - Capital assets, net of accumulated 


depreciation and outstanding principal balances of debt attributable to the acquisition, 
construction or improvement of those assets. Any significant unspent related debt proceeds 
at year-end related to capital assets are not included in this calculation. 


@ Restricted: 


Vv Nonexpendable - Net assets subject to externally imposed stipulations that they be 
maintained permanently by the Institute. Such assets include the Institute’s permanent 
endowment funds. 


v Expendable - Net assets whose use by the Institute is subject to externally imposed 
stipulations that can be fulfilled by actions of the Institute pursuant to those stipulations 
or that expire by the passage of time. These include funds held in federal loan programs. 
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¢ Unrestricted - Net assets that are not subject to externally imposed stipulations. Unrestricted 
net assets may be designated for specific purposes by action of management or the Board of 
Trustees. 


10._ Federal Financial Assistance Programs 


The Institute participates in various federal programs. Federal programs are audited in 
accordance with the Single Audit Act Amendments of 1996, the U. S. Office of Management and 
Budget Revised Circular A-133, Audits of States, Local Governments and Non-Profit 
Organizations, and the Office of Management and Budget (OMB) Compliance Supplement. 


Note 2 - Deposits and Investments 


Deposits 


The Institute’s deposits at year-end were held by financial institutions in the State of Alabama’s 
Security for Alabama Funds Enhancement (SAFE) Program. The SAFE Program was 
established by the Alabama Legislature and is governed by the provisions contained in the Code 
of Alabama 1975, Sections 41-14A-1 through 41-14A-14. Under the SAFE Program all public 
funds are protected through a collateral pool administered by the Alabama State Treasurer’s 
Office. Under this program, financial institutions holding deposits of public funds must pledge 
securities as collateral against those deposits. In the event of failure of a financial institution, 
securities pledged by that financial institution would be liquidated by the State Treasurer to 
replace the public deposits not covered by the Federal Depository Insurance Corporation (FDIC). 
If the securities pledged fail to produce adequate funds, every institution participating in the pool 
would share the liability for the remaining balance. 


The Statement of Net Assets classification "cash and cash equivalents" includes all readily 
available cash such as petty cash, demand deposits, and certificates of deposits with maturities of 
three months or less. 


Investments 


Certificates of deposit that are collateralized under the SAFE program described above are 
included as both current and non-current investments on the Statement of Net Assets. 
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The Institute’s investments are categorized below to give an indication of the level of risk 
assumed by the entity at year-end. Category 1 includes investments that are insured or 
registered, or are held by the Institute or its agent in the Institute’s name. 


Category Fair 


1 Value 


U. S. Government Stocks and Bonds $10;667/47) * $910,667.47 


Investments Not Subject to Categorization: 
Mutual Funds 479,458.42 
Total Investments Subject to Risk $490,125.89 


Note 3 - Receivables 


Receivables are reported net of uncollectible amounts and are summarized as follows: 


[Accounts Receivable 
Federal $1,559,451.61 
State 17,993.91 
Other 1,568 445.48 
Base Stores ZOO. Zone 
Less: Allowance for Doubtful Accounts 17,639.00 

Total Accounts Receivable, Net $3,454, 980.17 
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Note 4 - Capital Assets 


Capital asset activity for the year ended September 30, 2004, was as follows: 


Land 
Land Improvements 
Improvements 
Buildings 
Equipment and Furniture 
Construction in Progress 
Library Collections 

Total 


Depreciation: 

Land Improvements 

Improvements Other Than Buildings 

Buildings 

Equipment and Furniture 

Library Collections 
Total Accumulated Depreciation 
Capital Assets, Net 


Beginning 
Balance 


$ 1,599,481.80 
T007939225 
2,999,810.14 
24,036,380.23 
5,858, 123.64 
248,836.66 
3,050,210.89 
38,800, 782.61 


203,423.81 
1,411,230.48 
LOLI 2252519 
4,753,219.71 
2,137,609.31 
19,497,736.10 
$19,303,046.51 


Restatements 


$ 


33,776.48 
252,270.60 
286,047.08 


(828.00) 
(19,696.08) 


17,567.45 
131,339.86 
(134,296.49 
$ 420,343.57 


Additions 


76,097.81 


167,785.47 
589,767.45 
438,345.65 
1,271,996.38 


23,369.00 
253,333.00 
517,052.00 
346,902.23 
358,042.22 

1,498,698.45 
$ (226,702.07 


Deletions 


$ 


$ 


(33,747.00) 
(293,726.00) 


150,530.53 
478,003.53 


(33,747.00) 
(293,726.00) 
150,530.53 
478,003.53 


Ending 
Balance 


$ 1,599,481.80 
1,007,939.2 
3,075,907.9 
24,002,633.23 
By (eva a kerey 14, 
872,380.59 
3,590,296.61 
39,880,822.54 


225,964.81 


$19,496,688.01 


Note 5 - Defined Benefit Pension Plan 


A. Plan Description 


The Institute contributes to the Teachers’ Retirement System of Alabama, a cost-sharing 
multiple-employer public employee retirement system for the various  state-supported 
educational agencies and institutions. This plan is administered by the Retirement Systems of 
Alabama. 


Substantially all employees of the Institute are members of the Teachers’ Retirement System. 
Membership is mandatory for covered or eligible employees of Institute. Benefits vest after 10 
years of creditable service. Vested employees may retire with full benefits at age 60 or after 25 
years of service. Retirement benefits are calculated by two methods with the retiree receiving 
payment under the method which yields the highest monthly benefit. The methods are (1) 
Minimum Guaranteed, or (2) Formula, of which the Formula method usually produces the 
highest monthly benefit. Under this method retirees are allowed 2.0125% of their average final 
salary (best three of the last ten years) for each year of service. Disability retirement benefits are 
calculated in the same manner. Pre-retirement death benefits in the amount of the annual salary 
for the fiscal year preceding death is provided to plan members. 
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Notes to the Financial Statements 
For the Year Ended September 30, 2004 


The Teachers’ Retirement System was established as of October 1, 1941, under the provisions of 
Act Number 419, Acts of Alabama 1939, for the purpose of providing retirement allowances and 
other specified benefits for qualified persons employed by state-supported educational 
institutions. The responsibility for general administration and operation of the Teachers’ 
Retirement System is vested in the Board of Control (currently 14 members). Benefit provisions 
are established by the Code of Alabama 1975, Sections 16-25-1 through 16-25-113, as amended, 
and Sections 36-27B-1 through 36-27B-6, as amended. 


The Retirement Systems of Alabama issues a publicly available financial report that includes 
financial statements and required supplementary information for the Teachers’ Retirement 
System of Alabama. That report may be obtained by writing to The Retirement Systems of 
Alabama, 135 South Union Street, Montgomery, Alabama 36130-2150. 


B._ Funding Policy 


Employees, with the exception of full-time law enforcement officers, are required by statute to 
contribute 5 percent of their salary to the Teachers’ Retirement System. As of January 1, 2001, 
full-time law enforcement officers (as defined by Act Number 2000-669, Acts of Alabama, Page 
1335) are required by statute to contribute 6 percent of their salary to the Teachers’ Retirement 
System. The Institute is required to contribute the remaining amounts necessary to fund the 
actuarially determined contributions to ensure sufficient assets will be available to pay benefits 
when due. Each year the Teachers’ Retirement System recommends to the Legislature the 
contribution rate for the following fiscal year, with the Legislature setting this rate in the annual 
appropriation bill. The percentages of the contributions and the amount of contributions made 
by Alabama Institute for Deaf and Blind and its employees equal the required contributions for 
each year as follows: 


Fiscal Year Ended September 30, 


Total Percentage of Covered Payroll 


Contributions: 


10.96% 


Percentage Contributed by AIDB 
Percentage Contributed by the Employees 


6.56% 
5.00% 


5.02% 
5.00% 


5.96% 
5.00% 


Contributed by AIDB 
Contributed by Employees 
Total Contributions 


$1,870,161.34 
1,425,427 .84 
$3,295,589.18 


$1,425,036.90 
1,419,359.46 
$2,844 ,396.36 
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$1,614,360.31 
1,354,351.03 
$2,968,711.34 


Notes to the Financial Statements 
For the Year Ended September 30, 2004 


Note 6 - Other Postemployment Benefits (OPEB) 


The Public Education Employees' Health Insurance Fund (PEEHIF) was established in 1983 
under the provisions of Act Number 455 to provide a uniform plan of health insurance for 
current and retired employees of state educational institutions. The plan is administered by the 
Public Education Employees' Health Insurance Board (PEEHIB). The employer's share of 
premiums for retired Institute employees’ health insurance is included as part of the premium for 
active employees and is funded on a pay-as-you go basis. Retirees who are eligible for Medicare 
benefits must pay $1.14 per month for coverage while those who are not eligible must pay 
$78.00 per month for the coverage. The estimated portion of health insurance premiums paid by 
the Institute for retired employees was approximately $2,266,821.09 for fiscal year 2004. The 
Institute has no responsibility for the payment of health care benefits, beyond the payment of the 
premium, for retired employees. 


Note 7 - Flexible Benefit Plan 


A flexible benefit plan was established effective January 1, 1996, under Section 125 of the 
Internal Revenue Code. The plan allows participants to apply pre-tax compensation to purchase 
optional family health insurance. 


Note 8 - Construction and Other Significant Commitments 


As of September 30, 2004, the Alabama Institute for Deaf and Blind had been awarded 
approximately $128,194.12 in contracts and grants from PSCA on which performance had not 
been accomplished and funds had not been received. These awards, which represent 
commitments of sponsors to provide funds for specific purposes, have not been reflected in the 
financial statements. 


Note 9 - Accounts Payable 


Accounts payable and accrued liabilities represent amounts due at September 30, 2004, for goods 
and services received prior to the end of the fiscal year. 


Salaries and Wages $132 75,952.02 
Withholding — Summer Salary 


Other Payables 
Deposits Held in Trust 
Total 
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Note 10 - Long-Term Liabilities 


Long-term liabilities activity for the year ended September 30, 2004, was as follows: 


Current 
Portion 


Beginning 
Balance 


Ending 


Additions Reductions Balance 


Mortgage Payable $1,987,386.90 §$ 
Compensated Absences 1,096 ,281.00 8,372.81 
Total Long-Term Liabilities _$3,083,667.90 $8,372.81 


$150,630.38 
18,195.74 
$168,826.12 


$1,836,756.52 
1,086,458.07 
$2,923,214.59 


Long-term debt includes the following: 


Mortgage Payable, 4.94%, Due Monthly Through 2014 
Total Indebtedness 


$1,836,756.52 
$1,836,756.52 


Principal and interest maturity requirements on long-term debt are as follows: 


Fiscal Years Principal Interest 


2004-2005 
2005-2006 
2006-2007 
2007-2008 
2008-2009 


2009-2010 


2010-2011 
2011-2012 
2012-2013 
2013-2014 


LOE (85,90 
165,870.09 
174,368.49 
183,302.28 
192,6093379 
202,566.91 
212,945.04 
223,899.33 
235,324.60 

88,044.49 


$ 89,055.54 $ 246,841.44 


80,971.35 
72,472.95 
63,539.16 
54,147.65 
44,274.94 
33,896.40 
22,986.11 
11,516.84 

1,274.99 


246,841.44 
246,841.44 
246,841.44 
246,841.44 
246,841.45 
246,841.44 
246,841.44 
246,841.44 

89,319.48 


Total $1,836,756.52 


__ $474 135.93 _$2,310,892.45 


The amortization schedule shown above for the Mortgage Payable is based on a 360-day year. 
Actual principal and interest may vary due to the number of days that principal balance is 
outstanding. 
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Note 11 - Risk Management 


The Institute is exposed to various risks of loss related to torts; theft of, damage to, and 
destruction of assets; errors and omissions; injuries to employees; and natural disasters. The 
Institute has insurance for its buildings and contents through the State Insurance Fund (SIF), part 
of the State of Alabama, Department of Finance; Division of Risk Management, which operates 
as a common risk management and insurance program for state owned properties. The Institute 
pays an annual premium based on the amount of coverage requested. The SIF provides coverage 
up to $2 million per occurrence and is self-insured up to a maximum of $6 million in aggregate 
claims. The SIF purchases commercial insurance for claims which in the aggregate exceed $6 
million. The Institute purchases commercial insurance for its automobile coverage, general 
liability, and professional legal liability coverage. In addition, the Institute has fidelity bonds on 
the Institute’s vice president of business and administrative affairs as well as on all other Institute 
personnel who handle funds. 


Employee health insurance is provided through the Public Education Employees’ Health 
Insurance Fund (PEEHIF) administered by the Public Education Employees’ Health Insurance 
Board (PEEHIB). The Fund was established to provide a uniform plan of health insurance for 
current and retired employees of state educational institutions and is self-sustaining. Monthly 
premiums for employee and dependent coverage are determined annually by the plan’s actuary 
and based on anticipated claims in the upcoming year, considering any remaining fund balance 
on hand available for claims. The Institute contributes a specified amount monthly to the 
PEEHIF for each employee, and this amount is applied against the employee’s premiums for the 
coverage selected and the employee pays any remaining premium. 


Settled claims resulting from these risks have not exceeded the Institute’s coverage in any of the 
past three fiscal years. 


Claims which occur as a result of employee job-related injuries may be brought before the State 
of Alabama Board of Adjustment. The Board of Adjustment serves as an arbitrator and its 
decision is binding. If the Board of Adjustment determines that a claim is valid, it decides the 
proper amount of compensation (subject to statutory limitations) and the funds are paid by the 
Institute. 


Note 12 - Endowments 


If a donor has not provided specific instructions, state law permits the Board of Trustees to 
authorize for expenditure the net appreciation (realized and unrealized) of the investments of 
endowment funds. Any net appreciation that is spent is required to be spent for the purposes for 
which the endowment was established. 


Alabama Institute for 16 
Deaf and Blind 
Talladega, Alabama 


Notes to the Financial Statements 
For the Year Ended September 30, 2004 


The President, authorized through the Board of Trustees, chooses to spend the investment 
income each year. The remaining amount, if any, is retained to be used in future years. At 
September 30, 2004, net appreciation of $13,080.92 is available to be spent, of which $1,204.80 
is restricted to specific purposes. 


Note 13 - Related Parties 


The Alabama Institute for Deaf and Blind Foundation, Inc. 


The Alabama Institute for Deaf and Blind Foundation, Inc., was incorporated as a non-profit 
corporation to promote scientific, literary, and educational purposes, the advancement of the 
Institute, and for the encouragement and support of its students and faculty. This report contains 
no financial statements of the Alabama Institute for Deaf and Blind Foundation, Inc. 


National Industries for the Blind (NIB) 


National Industries for the Blind awards federal contracts to its affiliate workshops. The 
Alabama Industries for the Blind is one of those affiliate workshops. NIB awards contracts 
based on the affiliated workshop’s ability to comply with specific requirements of individual 
contracts. The cost of NIB central operations are borne by affiliated workshops via a 4 to 10 
percent commission on specific sales. During 2004, Alabama Industries for the Blind paid 
commissions of approximately $289,838.80. 


Note 14 - Net Asset Restatement 


Adjustments related to prior periods have been made as outlined below: 


Beginning Net Assets September 30, 2003 $36,618,192.89 
Prior Period Adjustments 
Restatements - Library 292,200.58 


PPA - to record Weaver House 33,776.48 


Restatements - NIP Accumulated Depreciation 151,863.58 
Restatements - NIP Accumulated Depreciation 17,567.45 

Total Prior Period Adjustments 420,343.19 
Net Assets October 1, 2003, as Restated $37 ,038,536.08 
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Schedule of Expenditures of Federal Awards 
For the Year Ended September 30, 2004 


Federal Grantor/ 
Pass-Through Grantor/ 
Program Title 


U. S. Department of Education 
Passed Through State Department of Education 


Special Education Cluster (IDEA) 
Special Education-Grants to States (IDEA, Part B) 


Special Education-Preschool Grants (IDEA Preschool) 
Special Education-Preschool Grants (IDEA Preschool) 
Total Special Education Cluster (M) 


U.S. Department of Agriculture 


Passed Through State Department of Education 
Child Nutrition Cluster 


School Breakfast Program (SBP) 
National School Lunch Program (NSLP) 
Total Child Nutrition Cluster 


U. S. Department of Labor 


Passed Through Department of Postsecondary Education 


WIA Cluster 
WIA Adult Program 


Passed Through Central Alabama Community College 


WIA Adult Program 
Total WIA Cluster 


Other Federal Awards 
U. S. Department of Education 


Passed Through Central Alabama Community College 


Adult Education - State Grant Program 
Adult Education - State Grant Program 
Total Adult Education 
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Talladega, Alabama 1) 


Federal 
CFDA 
Number 


84.027 
84.173 
84.173 


10,553 
10.555 


i Pass! 


17.258 


84.002 
84.002 


Pass-Through 
Grantor's 
Number 


PL 105-17 
PL 105-17 
C4A0292 


PL 105-220 
PL 105-220 
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Assistance 
Period 


10/01/2003-09/30/2004 $ 
10/01/2003-09/30/2004 
03/08/2004-09/30/2004 


10/01/2003-09/30/2004 
10/01/2003-09/30/2004 


07/01/2004-06/30/2005 


04/06/2004-06/30/2004 


07/01/2004-06/30/2005 
07/01/2003-06/30/2004 $ 


Alabama Institute for 
Deaf and Blind 
Talladega, Alabama 


Budget 


Total 


423,740.44 §$ 


32,601.54 
PA e740) 


100,000.00 


17,061.03 


889,439.00 
105,757.00 


Federal 
Share 


423,740.44 $ 


32,601.54 
2,113.20 


88,481.71 
162,493.01 


100,000.00 


17,061.03 


105,757.00 
105,757.00 


20 


Revenue 
Recognized 


420,695.94 $ 


31,506.38 
1,669.41 
453,871.73 


88,481.71 
162,493.01 
250,974.72 


62,726.12 


12,80 tee 
1,1 L:09 


Ze TAs 
23,415.66 


46,125.77 $ 


Expenditures 


420,695.94 


31,506.38 
1,669.41 


453,871.73 


88,481.71 


162,493.01 
250,974.72 


(oye PA os We 


12,80 1gh7 
ROOl Oo 


22 1430-11 
23,415.66 
46,125.77 
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Schedule of Expenditures of Federal Awards 
For the Year Ended September 30, 2004 


Federal Grantor/ Federal Pass-Through 
Pass-Through Grantor/ CFDA Grantor's 
Program Title Number Number 


Passed Through State Department of Education 


Improving Teacher Quality State Grants 84.367 PL 107-110 
Innovative Education Program Strategies 84.298 PL 107-110 
Vocational Education - Basic Grants to States 84.048 PL 105-332 


Passed Through Alabama Department of 


Rehabilitation Services 
Special Education - Grants for Infants and Families 
with Disabilities (M) 84.181 AE4087E113 


U.S. Department of Agriculture 


Passed Through State Department of Education 
Food Donation (N)* 10.550 


U.S. Department of Health and Human Services 
Passed Through Alabama Commission on Aging East 


Alabama Regional Planning and Development Commission 
Special Programs for the Aging - Title Ill, Part D - Disease 


Prevention and Health Promotion Services 93.043 04-04-03-01 


Library of Congress 


Passed Through American Printing 
House for the Blind 


Books for the Blind and Physically Handicapped (N)* 42.001 


Office of Library Services 
Passed Through Alabama Public 


Library Service 
State Library Program 45.310 04-8-1 


Total Federal Awards 


(M) = Denotes a Major Program 
(N)* = Non-cash Assistance 


The accompanying Notes to the Schedule of Expenditures of Federal Awards are an integral part of this schedule. 
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Budget 
Assistance : Federal Revenue 
Period Total Share Recognized Expenditures 
10/01/2003-09/30/2004 $ 32,145.37 $ 32,145.37 §$ 32,146.37 © 32,145.37 
10/01/2003-09/30/2004 37,039.97 37,039.97 23,407.76 23,407.76 
10/01/2003-09/30/2004 22,922.00 22,922.00 22,922.00 22,922.00 
10/01/2003-09/30/2004 1,801 ,200.00 312,154.00 312,154.00 312,154.00 
10/01/2003-09/30/2004 17,000.13 11,599.73 Vt O99.75 11,599.73 
10/01/2003-09/30/2004 138,035.00 120,000.00 113,617.89 113,617.89 
10/01/2003-09/30/2004 215,060.30 215,060.30 215,060.30 215,060.30 
10/09/2003-06/30/2004 $ 6,140.00 $ 6,140.00 6,140.00 6,140.00 


$ TOCS, O97: Gwe 1,063;597.16 
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Notes to the Schedule of Expenditures 


of Federal Awards 
For the Year Ended September 30, 2004 


Note 1 - Basis of Presentation 


The accompanying Schedule of Expenditures of Federal Awards includes the federal grant 
activity of the Alabama Institute for Deaf and Blind and is presented on the accrual basis of 
accounting. The information in this schedule is presented in accordance with the requirements of 
OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations. 
Therefore, some amounts presented in this schedule may differ from amounts presented in or 
used in the preparation of the basic financial statements. 
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Additional Information 
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Board Members and Official 
October 1, 2003 through September 30, 2004 


Term 
Members Expires 
Hon. Amy Burks Member PVOP Box 2 November 30, 
Decatur, Alabama 35602 2008 
Hon. William P. Dobbs = Member 130 Springview Lane November 28, 
at Large Huntsville, Alabama 35806 2008 
Hon. Lynwood French Member 47720 Alabama Highway 77 November 30, 
Ashland, Alabama 35251 2008 
Hon. Bunny Gamble Member 6 Chambless Drive November 30, 
Selma, Alabama 36701 2008 
Hon. Ron Garrett Member 306 Hawthorne Street November 30, 
Talladega, Alabama 35160 2008 
Hon. John Granger Member 301 Greenwood Drive November 28, 
at Large Talladega, Alabama 35160 2008 
Hon. Clarence Haynes Member P. O. Box 1041 November 28, 
Talladega, Alabama 35161 2008 
Hon. Joseph Johnson Member 3206 Foxridge Road November 28, 
Dothan, Alabama 36303 2008 
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Board Members and Official 
October 1, 2003 through September 30, 2004 


Term 
Members Expires 
Hon. Jake Montgomery Chairman P.O. Box 74 November 28, 
Talladega, Alabama 35161 2008 
Hon. Morris Savage Vice 311 West 18" Street November 28, 
Chairman Jasper, Alabama 35501 2008 
Hon. Jackie Smith Member at 214 Mary Lee Drive November 30, 
Large Florence, Alabama 35634 2008 
Hon Tammy Smith Member 217 Kingwood Court November 28, 
Mobile, Alabama 36608 2008 
Hon. Melissa Williamson Member 7955 Wynwood Road November 28, 
Trussville, Alabama 35173-5228 2008 
Members by Virtue 
of Office 
Hon. Bob Riley Governor State of Alabama Ex-Officio 
State Capitol 
Montgomery, Alabama 36104 
Hon. Ed Richardson Superintendent State of Alabama Ex-Officio 
State Capitol 
Montgomery, Alabama 36104 
Superintendent State of Alabama Ex-Officio 
Hon. Joe Morton State Capitol 
Montgomery, Alabama 36104 
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Board Members and Official 
October 1, 2003 through September 30, 2004 


Term 
Members Expires 


Non-Member Officers 


Mrs. Cindy Baker 


Mr. David Akins 


Mrs. Amanda Fuller 


Official 


Dr. Terry Graham 


Interim 


Treasurer 


Treasurer 


Secretary 


President 


Alabama Institute for 
Deaf and Blind 

P. O. Box 608 
Talladega, Alabama 


Alabama Institute for 
Deaf and Blind 

P. O. Box 608 
Talladega, Alabama 


Alabama Institute for 
Deaf and Blind 

P. O. Box 608 
Talladega, Alabama 


Alabama Institute for 
Deaf and Blind 

P. O. Box 608 
Talladega, Alabama 


August 20, 2003/ 
February 17, 2004 


February 17, 2004/ 
Present 


January 15, 2003/ 
Indefinite 
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Report on Internal Control Over Financial Reporting and on 
Compliance and Other Matters Based on an Audit of 
Financial Statements Performed in Accordance With 

Government Auditing Standards 


We have audited the basic financial statements of the Alabama Institute for Deaf and Blind as of 
and for the year ended September 30, 2004, and have issued our report thereon dated 
April 29, 2005. We conducted our audit in accordance with auditing standards generally 
accepted in the United States of America and the standards applicable to financial audits 
contained in Government Auditing Standards, issued by the Comptroller General of the United 
States. 


Internal Control Over Financial Reporting 


In planning and performing our audit, we considered the Alabama Institute for Deaf and Blind’s 
internal control over financial reporting in order to determine our auditing procedures for the 
purpose of expressing our opinion on the financial statements and not to provide an opinion on 
the internal control over financial reporting. Our consideration of the internal control over 
financial reporting would not necessarily disclose all matters in the internal control that might be 
material weaknesses. A material weakness is a reportable condition in which the design or 
operation of one or more of the internal control components does not reduce to a relatively low 
level the risk that misstatements caused by error or fraud in amounts that would be material in 
relation to the financial statements being audited may occur and not be detected within a timely 
period by employees in the normal course of performing their assigned functions. We noted no 
matters involving the internal control over financial reporting and its operation that we consider 
to be material weaknesses. 


Compliance and Other Matters 


As part of obtaining reasonable assurance about whether the Alabama Institute for Deaf and 
Blind’s financial statements are free of material misstatement, we performed tests of its 
compliance with certain provisions of laws, regulations, contracts and grant agreements, 
noncompliance with which could have a direct and material effect on the determination of 
financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. 
The results of our tests disclosed no instances of noncompliance or other matters that are 
required to be reported under Government Auditing Standards. 
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Compliance and Other Matters Based on an Audit of 
Financial Statements Performed in Accordance With 
Government Auditing Standards 


This report is intended solely for the information and use of management, other state officials, 
federal awarding agencies and pass-through entities and is not intended to be and should not be 
used by anyone other than these specified parties. 


Sill 7 
Ronald L.Yones 


Chief Examiner 
Department of Examiners of Public Accounts 


April 29, 2005 
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Report on Compliance With Requirements Applicable to Each 
Major Program and Internal Control Over Compliance in 
Accordance With OMB Circular A-133 


Compliance 


We have audited the compliance of the Alabama Institute for Deaf and Blind with the types of 
compliance requirements described in the U. S. Office of Management and Budget (OMB) 
Circular A-133 Compliance Supplement that are applicable to each of its major federal 
programs for the year ended September 30, 2004. The Alabama Institute for Deaf and Blind’s 
major federal programs are identified in the Summary of Examiner’s Results Section of the 
accompanying Schedule of Findings and Questioned Costs. Compliance with the requirements 
of laws, regulations, contracts and grants applicable to each of its major federal programs is the 
responsibility of the Alabama Institute for Deaf and Blind’s management. Our responsibility is 
to express an opinion on the Alabama Institute for Deaf and Blind’s compliance based on our 
audit. 


We conducted our audit of compliance in accordance with auditing standards generally accepted 
in the United States of America; the standards applicable to financial audits contained in 
Government Auditing Standards, issued by the Comptroller General of the United States; and 
OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations. 
Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain 
reasonable assurance about whether noncompliance with the types of compliance requirements 
referred to above that could have a direct and material effect on a major federal program 
occurred. An audit includes examining, on a test basis, evidence about the Alabama Institute for 
Deaf and Blind’s compliance with those requirements and performing such other procedures, as 
we considered necessary in the circumstances. We believe that our audit provides a reasonable 
basis for our opinion. Our audit does not provide a legal determination of the Alabama Institute 
for Deaf and Blind’s compliance with those requirements. 


In our opinion, the Alabama Institute for Deaf and Blind complied, in all material respects, with 
the requirements referred to above that are applicable to each of its major federal programs for 
the year ended September 30, 2004. 


Internal Control Over Compliance 


The management of the Alabama Institute for Deaf and Blind is responsible for establishing and 
maintaining effective internal control over compliance with requirements of laws, regulations, 
contracts and grants applicable to federal programs. In planning and performing our audit, we 
considered the Alabama Institute for Deaf and Blind’s internal control over compliance with 
requirements that could have a direct and material effect on a major federal program in order to 
determine our auditing procedures for the purpose of expressing our opinion on compliance and 
to test and report on internal control over compliance in accordance with OMB Circular A-133. 
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Major Program and Internal Control Over Compliance in 
Accordance With OMB Circular A-133 


Our consideration of the internal control over compliance would not necessarily disclose all 
matters in the internal control that might be material weaknesses. A material weakness is a 
reportable condition in which the design or operation of one or more of the internal control 
components does not reduce to a relatively low level the risk that noncompliance with applicable 
requirements of laws, regulations, contracts and grants caused by error or fraud that would be 
material in relation to a major federal program being audited may occur and not be detected 
within a timely period by employees in the normal course of performing their assigned functions. 
We noted no matters involving the internal control over compliance and its operation that we 
consider to be material weaknesses. 


This report is intended solely for the information and use of management, other state officials, 
federal awarding agencies and pass-through entities and is not intended to be and should not be 
used by anyone other than these specified parties. 


Ronald L. 
Chief Examiner 
Department of Examiners of Public Accounts 
April 29, 2005 
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Schedule of Findings and Questioned Costs 
For the Year Ended September 30, 2004 


Section I - Summary of Examiner's Results 


Financial Statements 


Type of opinion issued: 

Internal control over financial reporting: 
Material weakness(es) identified? 
Reportable condition(s) identified that are 

not considered to be material weakness(es)? 
Noncompliance material to financial 
statements noted? 


Federal Awards 


Internal control over major programs: 
Material weakness(es) identified? 
Reportable condition(s) identified that are not 
considered to be material weakness(es)? 
Type of opinion issued on compliance for 
major programs: 


Any audit findings disclosed that are required _ 


to be reported in accordance with 
Section 510(a) of Circular A-133? 


Identification of major programs: 


Unqualified 


Yes xX No 
Yes X___ None reported 
Yes X__ No 
Yes X No 
Yes X__ None reported 


Unqualified 


CFDA Number(s) 


84.027 


84.173 


84.181 


Name of Federal Program or Cluster 


Special Education Cluster IDEA) 


Special Education - Grants to States 
(IDEA, Part B) 

Special Education-Preschool Grants 
(IDEA, Preschool) 


Special Education - Grants for Infants and 
Families with Disabilities 


Dollar threshold used to distinguish Between 


Type A and Type B programs: $300,000.00 
Auditee qualified as low-risk auditee? oe CS No 
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Schedule of Findings and Questioned Costs 
For the Year Ended September 30, 2004 


Section IT — Financial Statement Findings (GAGAS 


Ref. Type of Questioned 
No. Finding Finding/Noncompliance Costs 


Section III — Federal Awards Findings and Questioned Costs 


Ref. CFDA Questioned 
No. No. Program Finding/Noncompliance Costs 


The audit did not disclose any findings or 
questioned costs required to be reported. 
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